










































































like the taste of reconstituted milk, and certainly do not
reject the product, as critics have contended.2l1/ Most
importantly, it should be recognized that the beneficial effects
of allowing the sale of reconstituted milk do not turn on
whether all consumers would be willing to switch to reconsti-
tuted milk at a lower price: It is sufficient if a not

insignificant group of consumers would be willing to do so.

No one seeks to force people to buy reconstituted milk. As
in the case of orange juice, fresh and reconstituted milk should
be properly labelled and offered for sale without regulatory
discrimination, so that consumers can choose what they like.

If consumers do not like the taste of reconstituted milk, they
simply will not buy the product, and the status guo -- relying
on local supplies and imports of bulk milk from distant markets

-- will be maintained.

21/ The results of taste tests summarized in a Report on the
Consumer Preference Evaluation of Milk (Ex. 38), as well as
other evidence, demonstrated that reconstituted low-fat blends
made from dry milk powder substituted very well for fresh milk
products, and "indicate[d] a large potential market for
reconstituted milk, absent the current price restriction.”
Jesse 9/12 Tr. at 36-37. Many witnesses in the national
proceeding also testified that milk reconstituted from reverse
osmosis concentrates would enjoy consumer acceptance. E.qg.,
Rittmueller 9/6 Tr. at 125; Nichols 9/10 Tr. at 38; see also,

Dropik 9/20 Tr. at 99.
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The real concern of those who oppose relaxation of
restrictions on reconstituted milk is not that the industry
will suffer if consumers do not like reconstituted milk, but
that farmers in some areas might gain business at the expense of
farmers in other areas by the displacement of some higher-cost
fresh product by powder and fluid concentrates imported from
low-cost production regions. Such reallocation may occur, as it
has over time in many industries in our economy. To prevent the
reallocation of society's scarce resources is costly and
inefficient, harming in the long run both efficient producers

and consumers.

4, Deregulated Milk Markets Have Been Successful

Experience in milk markets where deregulation has been tried
suggests that deregulation produces benefits without adverse
effects. The state of Wyoming terminated its state marketing
order in early 1981. Kimmel Ex. 211 at 14. There is no
evidence in the record that Wyoming has experienced problems as
a result of deregulation, and it has saved, at the least, the
cost of administering the regulatory program. South Carolina
was also deregulated for a period of time. Its milk regulations
were challenged in 1983, completely eliminated by 1985, and not
replaced until 1990. Kimmel Ex. 211 at 14-15. The data suggest
that deregulation led to increased sales of fresh fluid milk in
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that market. 1Id. Per capita fluid sales rose by 12.3% from

156.8 pounds in 1983 to 176.1 pounds in 1988. Id. at 14-15.

In contrast, during this period of deregulation, per capita
fluid sales were essentially constant both in the United States
as a whole and in the only Federal milk marketing order border-
ing South Carolina, the Georgia Marketing Order. U.S. sales
rose from 235.4 pounds in 1983 to 236.2 pounds in 1988 and
Georgia marketing order sales rose from about 190.1 pounds in

1983 to 190.6 pounds in 1988.22/ 1Id.

CONCLUSION

Conditions affecting milk marketing are vastly different
than they were when the marketing order program was established.
These changed conditions indicate that the existing pervasive
regulatory scheme not only fails to assure a healthy dairy
industry with adequate supplies of fluid milk, but also imposes

substantial costs on society.

The dairy industry, like virtually all other vital

industries, should be freed from outdated and inefficient

22/ Milk prices have historically been relatively high in the
South and in South Carolina, Kimmel Ex. 211 at 14, and
therefore consumption has been relatively low there.
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regulation.

Reliance on the free market, including the

unencumbered use of reconstituted milk, should result in more

efficient production of the nation's milk supply and lower

prices to consumers.

Accordingly, USDA should move forward to

eliminate the milk order system in favor of a free market

system.
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